Break - Even analysis 


' No. 1 

A company now has a total sales volume of L.E. 2 million 
on four products produced in the mill. The sale and production 


cost are its follows 



A 1 1 

B 

c ' 

D 

Percentage of total sales. 

10 

20 

30 

4o 

Contribution {percent of 
selling price per unit) 

45 

40 

| 45 

j 35 

Fixed cost charges L.E 

( 70,000 

180,0(1(1 

210,000 1 

220,000 ! 


■ Profit 1 E 

20,000 

-20,000 

do.ooo ' 

£0,000 


Ucettgni/ing Hit* loss incurred with product It, the 
company is considering dropping the product. M il is dropped, he 
soles volume will decrease to L.E. 1.8 million and the sales and 
cost pattern will change to the following figures: 



A ! 

c 

D 

Percent of total sates 

15 

m 

i 

35 

50 

Contribution (percent of b) 

~45 

45 

, 35 ^ 

Fixed cost charges L.E 

1 00,000 

250,000 

280,000 



i 7 u m v do vou account for 

Should product 11 he dropped . How uo y 

f , , , r 40 000 instead of L.E 180,000 m 
the decrease of onlj l-K- 

fixed costs for the revised product mix ? 

No 2 

«* « I * 

no. i u ... • dinwi "■ “ " 

„ Bll ropbiccs I., *«»“““ 

to, A «o.l C.rill 

. rentes = 4^ cpntvilmlion (percent 
value for I) arC : pereem of snles <0,1 

n» a.. .W ■ 4- >»«“ "" 

pto«. of UP.. .0,000 o«.i 

„ 1 ,.1 axi l (■’ 1 S (Hit) x wliat vvill I lie 

increase in total fixed cost »' ,w " 

ciintrihution rale tie for Itic product »»•’ 


Nu 



c liven a nun linear price function ul 

h = 21,001) g l,! l„ E. per unit 
,,= 1000 l -E- pert unit. 

[.'= 1000,000 l- E - P cr pertod 


Determine > 


a) 1’he breakeven point . 

b) Tbe production level for maximum profit 




Operating expenses and revenue 


for a manufacturing 


plant are closely a ppl 


oximatcly by the following relationships- 



I 


/ 


Revenue = 100 Q — 0.001 Q 

Total cost — 0,005 Q 2 + 4 Q + 200,000 

a- What is the output for maximum profit? 



b- What is the output at the BEP ? 

c- What is t tie output for minimum average cost ? 


No. 5 

The BEP of a product occurs at a sales income of L.E. 
120,000 but normally the sales income is L.E. 180,000 \ the 
fixed costs being L.E. 100,000. A new product involved 
additional costs of MO. 20,000 hnl the P/V ratio was improved by 
2try<> and sales income increased to L.E. 240.000. What net 
profit did the new design yield? 


